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Agenda 
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Start Time Topic Presenter Duration 

9:30 AM Welcome and Introduction Mark Gendron &  
Javier Fernandez 

0:10 

9:40 AM Review Agenda Mary Hawken 0:05 

9:45 AM EE Acquisition Budget Kim Thompson 0:20 

10:05 AM IPR Spending Levels Brian McConnell 0:25 

10:30 AM Rate Context and Uncertainty Peter Stiffler  0:20 

10:50 AM Capital to Expense Scenarios William Hendricks &  
Alex Lennox 

1:00 

11:50 AM Lunch   1:10 

1:00 PM Other Implications: Residential Exchange Ray Bliven 0:15 

1:15 PM Other Implications: Programs Kim Thompson 0:20 

1:35 PM Other Implications: 3rd Party Financing Kim Thompson &  
Javier Fernandez 

0:20 

1:55 PM Next Steps Mary Hawken 0:10 

2:05 PM Initial Customer Feedback Mary Hawken 
(Facilitator) 

0:30 

2:35 PM Wrap up and End Mark Gendron 0:05 
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ENERGY EFFICIENCY ACQUISITION BUDGET 
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Energy Efficiency Background 

Á Investments in energy efficiency allow BPA to avoid having to buy more expensive 
power and additional transmission assets to deliver that power. 

Á Investments in energy efficiency represent the least cost resource. EE is less than 
half the cost of the next least cost generating resource on a levelized lifecycle 
basis. 

Á BPA uses its EE investments as a power resource in our integrated resource 
planning process. 

Á The Northwest Power Act established the Northwest Power Planning Council who 
prepares a 20-ȅŜŀǊ ǇƻǿŜǊ Ǉƭŀƴ ŜǾŜǊȅ р ȅŜŀǊǎ ǿƘƛŎƘ ƎǳƛŘŜǎ .t!Ωǎ actions. 

Á .t! Ƙŀǎ ǘŀƪŜƴ ǊŜǎǇƻƴǎƛōƛƭƛǘȅ ǘƻ ŀŎƘƛŜǾŜ ǇǳōƭƛŎ ǇƻǿŜǊΩǎ ǎƘŀǊŜ ƻŦ ǊŜƎƛƻƴŀƭ ŜƴŜǊƎȅ 
efficiency targets (42%). 

Á BPA sets annual goals to achieve the overall 5-year power plan target. 
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BPA and the Power Plan 

Á Since 2010, BPA has been operating against the 6th Power Plan. The Sixth Plan 
called for 504 aMW from 2010-2014, nearly doubling the 5th Plan targets.  

 

Á BPA and Public Power met the 5-year targets set forth in the 6th Plan. 

 

Á .t! ƛǎ ŎƻƳƳƛǘǘŜŘ ǘƻ ŀŎƘƛŜǾƛƴƎ ǘƘŜ ǎƘŀǊŜ ƻŦ ǘƘŜ 99 ǘŀǊƎŜǘ ƛƴ ǘƘŜ /ƻǳƴŎƛƭΩǎ tƻǿŜǊ 
tƭŀƴ ǊŜǇǊŜǎŜƴǘŜŘ ōȅ ǘƘŜ ƭƻŀŘ ƻŦ .t!Ωǎ wŜƎƛƻƴŀƭ 5ƛŀƭƻƎǳŜ ŎƻƴǘǊŀŎǘ ŎǳǎǘƻƳŜǊǎΦ 

 

Á The Seventh Plan is still pending and presents a significant unknown. 

 

Á We are committed to the out year goals in the 6th Plan until the 7th Plan is 
approved in December 2015. 
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6th Plan Annual Savings Goals 
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504 aMW Goal  

595 aMW Achieved 

BPA Share -  42% of regional target 
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Sources of Energy Savings 

Source BPA 
Funding? 

Description 

Programmatic 
Savings 

V/U Savings from discrete projects and programs, reported to 
BPA from customer utilities. 

Momentum 
Savings 

V Momentum Savings are all energy savings above the 
/ƻǳƴŎƛƭ Ǉƭŀƴ ōŀǎŜƭƛƴŜ ōǳǘ ƴƻǘ ǇǳǊŎƘŀǎŜŘ ōȅ ǳǘƛƭƛǘƛŜǎΩ 
energy efficiency programs or NEEA investment. 

Market 
Transformation 

V Savings driven by holistic market development activities 
that shift product/technology availability. 

Federal 
Standards 
Adjustment 

U Savings resulting from a federal standard that was not 
accounted for during Power Plan development. 

Baseline 
Adjustment 

U Changes to the Power Plan baseline informed by market 
data. 
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Notable Context 

Á Momentum savings is significantly higher than expected. 

ω The new 7th Plan baseline may impact the amount of momentum savings going 
forward. 

 

Á Self-funding has exceeded expectations. 

ω FY 2012-14 delivery equated to slightly more than 29% of total programmatic savings.  

ω 39 of 133 (29%) customers self-funded for at least one year during FY 2012-14. 

 

Á Several areas exceeded forecasts but are moving into the 7th Plan baseline. 

ω Some Commercial Lighting  

ω TVs 
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Looking Forward ς Interim Goals 

Á The 6th Plan anticipated 400 aMW 2015-2017*. BPA targets will not be finalized 
until 7th Plan publication, expected late in 2015. BPA will assess performance 
against 7th Plan targets when available, identifying necessary adjustments. 

9 

ϝ tǳōƭƛŎ tƻǿŜǊΩǎ ƭƻŀŘ-share allocation of 6th Plan Figures 
** Includes NEEA net market effects over the Sixth Plan Baseline. Other NEEA-reported savings are included in Momentum savings.  
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Energy Efficiency Cost Trends And Funding Needs 

Cost Calculations for Programmatic Savings 

Á BPA calculates programmatic savings cost based on historical reporting and cost forecasts. 

Á /ǳǊǊŜƴǘ ŜǎǘƛƳŀǘŜǎ ǎǳƎƎŜǎǘ .t!Ωǎ Ŏƻǎǘǎ ŦƻǊ ǇǊƻƎǊŀƳƳŀǘƛŎ ǎŀǾƛƴƎǎ ǇŀȅƳŜƴǘǎ ǘƻ ǳǘƛƭƛǘƛŜǎ ŀǊŜ 
roughly $1.7 million per aMW in the near term (inclusive of performance payments). 

Á Current CIR funding levels are estimated as sufficient to achieve programmatic savings, 
assuming the mid-range estimate of momentum savings is realized. 
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Cost Reduction Option 

Á Change ratio of BPA-funded to self-funded savings from 75/25 to 70/30. 
Á Programmatic Savings Funding Approach. 
ω BPA currently budgets to acquire 75% of the programmatic savings target, 

covering the cost of Energy Efficiency Incentives and BPA-managed programs. 
ω Utilities, on aggregate, are expected to deliver 25% of the programmatic 

savings target through utility self-funding. 
ω Current construct has been successful, with self funding meeting or exceeding 

expected aMW targets. 
ω However, only 29% of utilities participated in self-funding energy efficiency 

savings during at least one year between 2012 and 2014. 
Á Potential Cost Impact: Reduces EEI costs by $5.1 million in FY 2016 and $5 million 

in FY 2017. 
Á Risks 
ω No specific obligations to self-fund. 
ωaŀƴȅ ŦŀŎǘƻǊǎ ōŜȅƻƴŘ .t!Ωǎ ŎƻƴǘǊƻƭ όŜΦƎΦΣ ŘŜŎǊŜŀǎŜŘ ²! L-937 targets likely to 

impact overall self-funding). 
ω Time lag in ability to course correct. 
ω Increasing self funding increases risk to achievement of programmatic savings. 
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Risk Going Forward 

Á 7Th Plan is a significant unknown. 

Á Plan may shift mix of savings types and costs required. 

ω Increased targets could require increased program scope  and budgets. 

ω Decreased targets could require decreased program scope and budget. 

Á Self-funding accomplished by a small number of utilities, mostly large. 

ω A change in performance by any of these utilities could dramatically impact 
achievement. 

Á Decreasing potential could reduce I-937 targets (20% reduction in 2014-15 
biennium), which could impact regional achievements. 

12 
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IPR SPENDING LEVELS 
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IPR Spending Levels Objective and Background 

Objective 

Á To discuss and receive feedback on the following requests from customers: 

ÅtǊƻǾƛŘŜ ŀŘŘƛǘƛƻƴŀƭ ƛƴŦƻǊƳŀǘƛƻƴ ƻƴ tƻǿŜǊΩǎ Ϸ20 million undistributed reduction and its 
intended use in future rate periods. 

Å9ȄŀƳƛƴŜ .t!Ωǎ ǇŜǊǎƻƴƴŜƭ-related expenses in the FY 2016-17 rate period and look for 
ƻǘƘŜǊ ƻǇǇƻǊǘǳƴƛǘƛŜǎ ǘƻ ǊŜŘǳŎŜ .t!Ωǎ ǊŜǾŜƴǳŜ ǊŜǉǳƛǊŜƳŜƴǘ. 

 

Background 

Á For the 2014 IPR process, BPA revised its approach for developing initial spending levels.  
Spending levels are: 

ÅBased on actual spending, as opposed to prior year budgets. 

ÅMore strategic in nature ς planning pool concept. 

ÅMore internally scrutinized prior to public release. 

Á The new spending level development process resulted in $13 million in annual reductions 
when compared to the prior method. 

Á As part the undistributed reductions, BPA included $30 million in additional reductions that 
account for historical underspending. 
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Undistributed Reduction Method 

Á As described in the IPR Initial Publication όǇŀƎŜ мнύΣ ά.t! Ƙŀǎ ƛƴ ǊŜŎŜƴǘ ȅŜŀǊǎ ǎȅǎǘŜƳŀǘƛŎŀƭƭȅ 
ǳƴŘŜǊǎǇŜƴǘ ǿƘŀǘ ǿŀǎ Ǉǳǘ ƛƴǘƻ ǊŀǘŜǎ ŀǎ ŀ ǿƘƻƭŜΦέ 

Á To account for systematic under spending in IPR programs, BPA assigned an undistributed 
reduction to each planning pool (Chief Operating Officer, Deputy Administrator, Power, and 
Transmission). 

Á The steps used to determine the undistributed reduction amounts were as follows:   

ω FY 2010 through FY 2012 planning pool underspending was reviewed. 

ω Based on the data, FY 2011 was chosen as the base year since it was the most conservative. 

ω 80% of the total FY 2011 underspending ($14.7 million) was used in calculating undistributed 
reductions and allocated between the planning pools: 

ï $5 million to Power 

ï $2.1 million to Transmission 

ï $3.8 million to the Chief Operating Officer 

ï $3.8 million to the Deputy Administrator 

ω Chief Operating Officer and Deputy Administrator pools are allocated to Power (48%) and 
Transmission (52%) resulting in $3.6 million being allocated to Power and $4.0 million allocated to 
Transmission. 

Á Actual spending, which may reflect realization of the undistributed reductions in the FY 2016-17 
rate period reset the baseline used in future IPRs to this new lower level. Over time and as the 
budget development culture changes, the amount of the undistributed reduction will likely 
ŘŜŎǊŜŀǎŜ ŀǎ ǘƘŜ ōǳŘƎŜǘ ƭŜǾŜƭǎ ōŜƎƛƴ ǘƻ ƳƻǊŜ ŀŎŎǳǊŀǘŜƭȅ ǊŜŦƭŜŎǘ .t!Ωǎ ŀōƛƭƛǘȅ ǘƻ ŜȄŜŎǳǘŜ ƻƴ ǘƘŜƳΦ 
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Power Undistributed Reduction 

Á The Power Services $5 million reduction is based on 80% of FY 2011 underspending for the 
Non-Generation Operations program. 

Á BPA determined that it could increase the undistributed reduction for Power Services by $15 
million to factor in historical underspending for the Corps of Engineers, Bureau of 
Reclamation, Renewables, and Energy Efficiency programs. 

Á FY 2010-13 underspending ranged from $23 million to $34 million per year with large annual 
swings driven in part by one-time events. 
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Review of Spending levels in FY 2016-17 

Á !ǘ ǘƘŜ ǊŜǉǳŜǎǘ ƻŦ ŎǳǎǘƻƳŜǊǎΣ .t!Ωǎ ōǳŘƎŜǘ ƻǊƎŀƴƛȊŀǘƛƻƴ ŎƻƴŘǳŎǘŜŘ ǊŜǾƛŜǿǎ ƻŦΥ 

ω IPR spending levels for Power Services and Agency Services with managers to determine 
if there were known changes identified after the IPR closeout report was issued. 

ω Personnel-related underspending associated with the ramp up of position strength. 

 

Á !ǎ ǇŀǊǘ ƻŦ .t!Ωǎ ǎǇŜƴŘƛƴƎ ƭŜǾŜƭ ǊŜǾƛŜǿΣ ŀƴŀƭȅǎǘǎ ǇŜǊŦƻǊƳŜŘ Řŀǘŀ ŀƴŀƭȅǎƛǎ ŀƴŘ 
managers reassessed the funding needs of their programs for FY 2016-17. 

ω Analysts assessed IPR spending levels to check for consistency with updated actuals and 
budget data.  

ω Managers were asked at a high level to review the financial commitment, scope, 
resource constraints, and timing of expected work to determine if there were any 
material changes in assumptions since the IPR close out. 

ω This yielded small increases and decreases to programs. 

 

Á The net result was that known changes yielded minimal reductions to programs. 
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Personnel-Related Cost Analysis 
Á tŜǊ ŎǳǎǘƻƳŜǊΩǎ ǊŜǉǳŜǎǘΣ .t! ƭƻƻƪŜŘ ŦƻǊ ǇƻǎǎƛōƭŜ ǊŜŘǳŎǘƛƻƴǎ ƛƴ ǇŜǊǎƻƴƴŜƭ ŎƻǎǘǎΦ 

Á IPR spending levels project full staffing. 

Á Historic underruns in personnel costs was factored into undistributed reductions. 

ω FY 2011 underspending was used as the basis for the undistributed reduction. 

ω FTE usage in FY 2011 was 96%. 

Á Current low-end forecasts anticipate BPA position strength to be 94% at the beginning of FY 2016 and 
96% at the beginning of FY 2017. Based on these forecasts, position strength is expected to be at levels 
assumed in the undistributed reduction by the end of FY 2016. 

Á Total underspending related to position strength equals an annual average of $2.1 million not assumed in 
the IPR undistributed reductions. The power revenue requirement would receive $0.7 million and the 
transmission revenue requirement would receive $1.4 million.  This results in a power rate decrease of 
less than 0.1% and a transmission rate decrease of less than 0.2%. 

Á Additional contract staffing (CFTE) and Bonneville employee (BFTE) overtime are currently being used to 
augment the workload of the vacant BFTE positions. CFTE and overtime usage is excluded from the above 
rate analysis. 
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FTE Usage 

Current Undistributed Reduction 

IPR Personnel Overestimate 
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Personnel-Related Costs Additional Considerations 
Á .t!Ωǎ ŀƴŀƭȅǎƛǎ revealed that potential overestimates of personnel costs had an immaterial rate 

impact. 

Á Additional risks: 

ω BPA has hired additional contract labor to augment staffing, and their pay rates may increase as 
market rates go up. 

ω Some of the savings expected due to lower BFTE numbers may be partially offset with increased 
overtime.  

ω BPA may increase BFTE staffing at a faster rate than anticipated. 

Á The following chart illustrates that CFTE more than offsets the decline in BFTE. 

 

 

 

 

 

 

 

 

 
 

Á In conclusion, analysis indicates that up to $2.1 million is available in additional undistributed 
reductions.  However, this reduction comes with the risks stated above. 
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BFTE Usage 

Contract FTE Usage 
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RATE CONTEXT AND UNCERTAINTY  
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BP-16 Rate Context 

Á To provide context to the discussion about expensing conservation, BPA took a 
look at natural gas prices. 

 

Á The preliminary updated natural gas price forecast decreased the BP-16 Henry 
Hub price by an average of $0.30/MMBtu due to: 

ω Low-cost natural gas production growth resulting from additional drilling efficiencies 
and an influx of pipeline expansions has been stronger than expected. 

ω Demand for natural gas has not kept pace with supply growth.  

ω Storage inventory is currently rebounding to the five-year average level. With surplus 
supply leading to strong storage injections during the injection season, storage 
inventory will likely be strong going into the winter of 2015-2016. 

 

Á The current view of BP-16 Power rates is an estimated increase of about 0.5% (to 
7.2%) due to this preliminary natural gas price forecast. 

 

Á As always, there could be additional changes before the final proposal. 
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BP-18 Rate Forecast 

Á Due to a customer request, BPA developed a rough estimate for the BP-18 period.  These 
assumptions were developed without any consultation with our business partners (Bureau of 
Reclamation, Corps of Engineers, and Energy Northwest). 

Á BPA developed a rough estimate for the BP-18 period assuming:  
Å Load and resource forecasts for the BP-18 period as estimated for the BP-16 Initial Proposal 

Å Program expenses started with 2014 IPR forecasts, adjusted for inflation and current long-range plans for 
Columbia Generating Station, the Bureau of Reclamation, and Corps of Engineers.  

Å Capital-related costs assume full regional cooperation debt extension and non-Federal financing of energy 
efficiency investments. 

Å Updated market price forecast consistent with the revised (lower) expected price for natural gas. 

Å Net Secondary revenues and balancing purchases forecasts from the BP-16 Initial Proposal estimate for the 
BP-18 period.  

Á Generally speaking, upward rate pressure of 6-8 percent from BP-16 is attributable to: 
Å Expected increases in BPA program expenses at CGS, Bureau of Reclamation and Corps of Engineers, and 

Fish and Wildlife increases associated with the Fish Accords without consultation with these partners. 

Å Known increases in Residential Exchange Program (REP) expenses, consistent with the 2012 REP Settlement 
schedule of benefits. 

Å Higher transmission and ancillary services costs associated with SE Idaho load service. 

Å Reduced revenues associated with the expiration of half of the WNP 3 Settlement obligation to PGE and 
Puget.  

ï This will be partially offset by an increase in the Tier 1 System Firm Critical Output, which will increase 
Tier 1 loads, and (all other things equal) lower the Tier 1 rate. This is not modeled. 

Á Significant uncertainty remains regarding a BP-18 rate forecast 
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CAPITAL TO EXPENSE SCENARIOS 
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